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(4) Has not been identified by the 
Board or Reserve Bank as a person who 
performs the functions of a director for 
purposes of this subpart. 

(b) Regulated institution means a state 
member bank or a bank holding com-
pany. 

(c) Senior executive officer means a 
person who holds the title or, without 
regard to title, salary, or compensa-
tion, performs the function of one or 
more of the following positions: presi-
dent, chief executive officer, chief oper-
ating officer, chief financial officer, 
chief lending officer, or chief invest-
ment officer. Senior executive officer 
also includes any other person identi-
fied by the Board or Reserve Bank, 
whether or not hired as an employee, 
with significant influence over, or who 
participates in, major policymaking 
decisions of the regulated institution. 

(d) Troubled condition for a regulated 
institution means an institution that: 

(1) Has a composite rating, as deter-
mined in its most recent report of ex-
amination or inspection, of 4 or 5 under 
the Uniform Financial Institutions 
Rating System or under the Federal 
Reserve Bank Holding Company Rating 
System; 

(2) Is subject to a cease-and-desist 
order or formal written agreement that 
requires action to improve the finan-
cial condition of the institution, unless 
otherwise informed in writing by the 
Board or Reserve Bank; or 

(3) Is informed in writing by the 
Board or Reserve Bank that it is in 
troubled condition for purposes of the 
requirements of this subpart on the 
basis of the institution’s most recent 
report of condition or report of exam-
ination or inspection, or other informa-
tion available to the Board or Reserve 
Bank. 

§ 225.72 Director and officer appoint-
ments; prior notice requirement. 

(a) Prior notice by regulated institution. 
A regulated institution shall give the 
Board 30 days’ written notice, as speci-
fied in § 225.73, before adding or replac-
ing any member of its board of direc-
tors, employing any person as a senior 
executive officer of the institution, or 
changing the responsibilities of any 
senior executive officer so that the per-

son would assume a different senior ex-
ecutive officer position, if: 

(1) The regulated institution is not in 
compliance with all minimum capital 
requirements applicable to the institu-
tion as determined on the basis of the 
institution’s most recent report of con-
dition or report of examination or in-
spection; 

(2) The regulated institution is in 
troubled condition; or 

(3) The Board determines, in connec-
tion with its review of a capital res-
toration plan required under section 38 
of the Federal Deposit Insurance Act or 
subpart B of the Board’s Regulation H, 
or otherwise, that such notice is appro-
priate. 

(b) Prior notice by individual. The 
prior notice required by paragraph (a) 
of this section may be provided by an 
individual seeking election to the 
board of directors of a regulated insti-
tution. 

§ 225.73 Procedures for filing, proc-
essing, and acting on notices; stand-
ards for disapproval; waiver of no-
tice. 

(a) Filing notice—(1) Content. The no-
tice required in § 225.72 shall be filed 
with the appropriate Reserve Bank and 
shall contain: 

(i) The information required by para-
graph 6(A) of the Change in Bank Con-
trol Act (12 U.S.C. 1817(j)(6)(A)) as may 
be prescribed in the designated Board 
form; 

(ii) Additional information con-
sistent with the Federal Financial In-
stitutions Examination Council’s Joint 
Statement of Guidelines on Conducting 
Background Checks and Change in Con-
trol Investigations, as set forth in the 
designated Board form; and 

(iii) Such other information as may 
be required by the Board or Reserve 
Bank. 

(2) Modification. The Reserve Bank 
may modify or accept other informa-
tion in place of the requirements of 
§ 225.73(a)(1) for a notice filed under this 
subpart. 

(3) Acceptance and processing of notice. 
The 30-day notice period specified in 
§ 225.72 shall begin on the date all infor-
mation required to be submitted by the 
notificant pursuant to § 225.73(a)(1) is 
received by the appropriate Reserve 
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Bank. The Reserve Bank shall notify 
the regulated institution or individual 
submitting the notice of the date on 
which all required information is re-
ceived and the notice is accepted for 
processing, and of the date on which 
the 30-day notice period will expire. 
The Board or Reserve Bank may extend 
the 30-day notice period for an addi-
tional period of not more than 60 days 
by notifying the regulated institution 
or individual filing the notice that the 
period has been extended and stating 
the reason for not processing the no-
tice within the 30-day notice period. 

(b) Commencement of service—(1) At ex-
piration of period. A proposed director 
or senior executive officer may begin 
service after the end of the 30-day pe-
riod and any extension as provided 
under paragraph (a)(3) of this section, 
unless the Board or Reserve Bank dis-
approves the notice before the end of 
the period. 

(2) Prior to expiration of period. A pro-
posed director or senior executive offi-
cer may begin service before the end of 
the 30-day period and any extension as 
provided under paragraph (a)(3) of this 
section, if the Board or the Reserve 
Bank notifies in writing the regulated 
institution or individual submitting 
the notice of the Board’s or Reserve 
Bank’s intention not to disapprove the 
notice. 

(c) Notice of disapproval. The Board or 
Reserve Bank shall disapprove a notice 
under § 225.72 if the Board or Reserve 
Bank finds that the competence, expe-
rience, character, or integrity of the 
individual with respect to whom the 
notice is submitted indicates that it 
would not be in the best interests of 
the depositors of the regulated institu-
tion or in the best interests of the pub-
lic to permit the individual to be em-
ployed by, or associated with, the regu-
lated institution. The notice of dis-
approval shall contain a statement of 
the basis for disapproval and shall be 
sent to the regulated institution and 
the disapproved individual. 

(d) Appeal of a notice of disapproval. 
(1) A disapproved individual or a regu-
lated institution that has submitted a 
notice that is disapproved under this 
section may appeal the disapproval to 
the Board within 15 days of the effec-
tive date of the notice of disapproval. 

An appeal shall be in writing and ex-
plain the reasons for the appeal and in-
clude all facts, documents, and argu-
ments that the appealing party wishes 
to be considered in the appeal, and 
state whether the appealing party is 
requesting an informal hearing. 

(2) Written notice of the final deci-
sion of the Board shall be sent to the 
appealing party within 60 days of the 
receipt of an appeal, unless the appeal-
ing party’s request for an informal 
hearing is granted. 

(3) The disapproved individual may 
not serve as a director or senior execu-
tive officer of the state member bank 
or bank holding company while the ap-
peal is pending. 

(e) Informal hearing. (1) An individual 
or regulated institution whose notice 
under this section has been disapproved 
may request an informal hearing on 
the notice. A request for an informal 
hearing shall be in writing and shall be 
submitted within 15 days of a notice of 
disapproval. The Board may, in its sole 
discretion, order an informal hearing if 
the Board finds that oral argument is 
appropriate or necessary to resolve dis-
putes regarding material issues of fact. 

(2) An informal hearing shall be held 
within 30 days of a request, if granted, 
unless the requesting party agrees to a 
later date. 

(3) Written notice of the final deci-
sion of the Board shall be given to the 
individual and the regulated institu-
tion within 60 days of the conclusion of 
any informal hearing ordered by the 
Board, unless the requesting party 
agrees to a later date. 

(f) Waiver of notice—(1) Waiver re-
quests. The Board or Reserve Bank may 
permit an individual to serve as a sen-
ior executive officer or director before 
the notice required under this subpart 
is provided, if the Board or Reserve 
Bank finds that: 

(i) Delay would threaten the safety 
or soundness of the regulated institu-
tion or a bank controlled by a bank 
holding company; 

(ii) Delay would not be in the public 
interest; or 

(iii) Other extraordinary cir-
cumstances exist that justify waiver of 
prior notice. 

(2) Automatic waiver. An individual 
may serve as a director upon election 
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to the board of directors of a regulated 
institution before the notice required 
under this subpart is provided if the in-
dividual: 

(i) Is not proposed by the manage-
ment of the regulated institution; 

(ii) Is elected as a new member of the 
board of directors at a meeting of the 
regulated institution; and 

(iii) Provides to the appropriate Re-
serve Bank all the information re-
quired in § 225.73(a) within two (2) busi-
ness days after the individual’s elec-
tion. 

(3) Effect on disapproval authority. A 
waiver shall not affect the authority of 
the Board or Reserve Bank to dis-
approve a notice within 30 days after a 
waiver is granted under paragraph (f)(1) 
of this section or the election of an in-
dividual who has filed a notice and is 
serving pursuant to an automatic waiv-
er under paragraph (f)(2) of this sec-
tion. 

Subpart I—Financial Holding 
Companies 

SOURCE: Reg. Y, 66 FR 415, Jan. 3, 2001, un-
less otherwise noted. 

§ 225.81 What is a financial holding 
company? 

(a) Definition. A financial holding 
company is a bank holding company 
that meets the requirements of this 
section. 

(b) Requirements to be a financial hold-
ing company. In order to be a financial 
holding company: 

(1) All depository institutions con-
trolled by the bank holding company 
must be and remain well capitalized; 

(2) All depository institutions con-
trolled by the bank holding company 
must be and remain well managed; and 

(3) The bank holding company must 
have made an effective election to be-
come a financial holding company. 

(c) Requirements for foreign banks that 
are or are owned by bank holding compa-
nies—(1) Foreign banks with U.S. 
branches or agencies that also own U.S. 
banks. A foreign bank that is a bank 
holding company and that operates a 
branch or agency or owns or controls a 
commercial lending company in the 
United States must comply with the 
requirements of this section, § 225.82, 

and §§ 225.90 through 225.92 in order to 
be a financial holding company. After 
it becomes a financial holding com-
pany, a foreign bank described in this 
paragraph will be subject to the provi-
sions of §§ 225.83, 225.84, 225.93, and 
225.94. 

(2) Bank holding companies that own 
foreign banks with U.S. branches or agen-
cies. A bank holding company that 
owns a foreign bank that operates a 
branch or agency or owns or controls a 
commercial lending company in the 
United States must comply with the 
requirements of this section, § 225.82, 
and §§ 225.90 through 225.92 in order to 
be a financial holding company. After 
it becomes a financial holding com-
pany, a bank holding company de-
scribed in this paragraph will be sub-
ject to the provisions of §§ 225.83, 225.84, 
225.93, and 225.94. 

§ 225.82 How does a bank holding com-
pany elect to become a financial 
holding company? 

(a) Filing requirement. A bank holding 
company may elect to become a finan-
cial holding company by filing a writ-
ten declaration with the appropriate 
Reserve Bank. A declaration by a bank 
holding company is considered to be 
filed on the date that all information 
required by paragraph (b) of this sec-
tion is received by the appropriate Re-
serve Bank. 

(b) Contents of declaration. To be 
deemed complete, a declaration must: 

(1) State that the bank holding com-
pany elects to be a financial holding 
company; 

(2) Provide the name and head office 
address of the bank holding company 
and of each depository institution con-
trolled by the bank holding company; 

(3) Certify that each depository insti-
tution controlled by the bank holding 
company is well capitalized as of the 
date the bank holding company sub-
mits its declaration; 

(4) Provide the capital ratios as of 
the close of the previous quarter for all 
relevant capital measures, as defined 
in section 38 of the Federal Deposit In-
surance Act (12 U.S.C. 1831o), for each 
depository institution controlled by 
the company on the date the company 
submits its declaration; and 
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